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What is a construction contract? 
The simple (“traditional”) contract 
Contract types: pricing variations 


a. Lump-Sum / Fixed-Price contract; 

b. Cost-Plus contract; 

Contract types: organizational variations 
a. Turnkey and Design-Build contracts; 

b. Partnering and Teaming agreements; 

c. Build-Operate-Transfer (BOT); 

Law and practice in Egypt 


What is a contract? 





* Contracts are legal documents detailing the terms and stipulations of an 
agreement or a transaction between two or more parties; 


* Functions of a contract: 
— defines the terms of engagement between the different parties; 
— defines each party's responsibilities, obligations, compensation, and liabilities; 
— identifies methods and channels for the resolution of disagreements and disputes; 


— provided lawfulness, a contract acts as a binding document in disputes presented 
before a court of law. 


What is a construction contract? 





“,. an entire contract for a lump sum price payable by installments as the goods 
are delivered and the [construction] work is done.” 


British judge and Law Lord, Baron W. J. K. Diplock 
Modern Engineering (Bristol) Ltd. vs. Gilbert-Ash Northern [1974] 





* Construction contracts fall under not only the ordinary 
provisions and rules of the law of contract, but also all 
relevant statutory interventions and laws. 








What is a construction contract? 


* Section 104 (2) of the same Act extends this 
definition further to include: 


* HGCRA/96 specifically excludes "contracts 
of employment" from statutory definition. 








Conditions of a [construction] contract 





v offer made by one party (contracting party) and acceptance (contracted party); 
v agreement between parties over the terms and conditions stipulated in a contract; 


v lawfulness of contractual agreement—i.e. the agreement must be in accordance 
with the law, relevant legislation and statutory provisions; 


v anoriginal signed contract document; 
v legal competence of signatories (legal personality or power of attorney); and 


Y other necessary processes as stipulated by law and professional practice—e.g. 
ratification (approval) by the relevant authorities (e.g. CEO, Board of Trustees, 
government agency), registration (e.g. Register of Deeds (s Gl. yiil). 


The traditional (simple) contract 


client commissions a design professional (architect) to 
design the construction project; 


client contracts a builder (contractor) to implement the 
design; 


client contracts the architect or a project manager to 
supervise the implementation of the design; 


the contracted builder enters into a contract with suppliers 
(of service and material) and subcontractors; 


the procurement of services and materials from 
architects, contractors, subcontractors and 


consultants may or may not involve biding. 
Subcontractor 
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What is included in a construction contract? 





* The articles of a construction contract typically stipulate: 


1. the responsibilities and obligations of each party; 


2. clear outline of the construction project— e.g. all the approved designs, agreed-upon 
building materials, technical specifications, and time plan and delivery dates; 
the as well as other aspects pertaining to the 
between contracting entity, contracted entity, and any other actors relevant to the 
construction process (whether they are signatories to the contract or not); 
how the contracting entity (client) the contracted entity (contractor); 
how the of a construction project will be determined, how are 
handled, and how / when / to whom payments are made; 

6. mechanisms of dispute resolution, penalties, and liability in case of failure to deliver, 
breach of agreement, unsatisfactory performance, or termination of an agreement. 


(a) Compensation and Pricing Variations 





Contracts Types: Pricing variations 





(1) Fixed-price / lump-sum contract 


* in this contractual variation, contractor agrees to do the work for a fixed price agreed 
upon prior to commencing project activities; 


* almost all performance risks — events that make performance costlier — fall on the 
contractor; 


* only if the contract includes fluctuation clauses or price escalation clauses can the 
parties to the contract adjust the price (upward or downward) reflecting fluctuation 
in market or actual cost of labor, equipment and material; 


* a fixed-price contract may contain changed condition clauses allowing price increase 
if conditions under the ground or in existing structures are substantially different 
from documents initially presented by the contracting entity; 


Contracts Types: Pricing variations 





(1) Fixed-price / lump-sum contract 


(estimated) cost + target profit + allowance for fluctuations and risks ----> fixed (ceiling) price 





fixed-price contracts are most suitable when: 


a) the construction project is straight forward, the scope is clearly defined, and the 
client provides complete and detailed plans and specifications [contractor]; 


b) the client is selecting from a reasonable number of experienced and reliable 
contractors [client]; 


Contracts Types: Pricing variations 





(1) Fixed-price / lump-sum contract 


Advantages 


offers the client a price ceiling ---» the client 
and those providing funds know in advance 
the maximum price the project will cost; 


it penalizes a contractor for cost overruns and 
rewards cost savings --» provides the financial 
motive to perform at a most economical cost; 


the client need not be particularly concerned 
with contractors' book keeping; and 


the contractor need not expose cost records. 


Disadvantages 


inherent adversarial nature in the relationship 
between contracting and contracted entities; 


performance costs fall on the contractor ---> a 
prudent contractor will factor the cost of risks 
(which may never occur) into the price offer; 


if the client procures the services of a prudent 
contractor ---» the client will be paying higher 
price if the risks do not materialize; 


client seeking lowest price risks compromising 
competent contractor for gambling contractor. 


Contracts Types: Pricing variations 





(2) Cost-plus contract 


* a cost-plus contract allows the contractor to be paid its costs plus additional amount 
for overhead and profit; 


* as such, the client and the contractor split and share performance risks; 


* contrary to a fixed-price contract, cost-plus contracts do not incentivize contractors 
to perform at the most economical cost ---» a pricing variation that does not protect 
the client from excessive cost overruns; 


* however, design professional and contractor are obliged to keep the owner informed 
of market and actual costs — an obligation based on (1) a covenant of good faith and 
contractor's reputation, and (2) conditions of the fiduciary relationship created by a 
cost-plus contract; 


Contracts Types: Pricing variations 





(2) Cost-plus contract 


Advantages 


establishes fiduciary relationship between the 
contracting and contracted entities; 


by minimizing the contractors’ risk, a cost-plus 
contract provides incentive for architects and 
contractors to take on risky and experimental 
projects; 

provides the incentive for design professionals 
and contractors operating in volatile markets; 


provides the incentive for design professionals 
and contractors to employ innovative designs 
and experimental building technologies. 


Disadvantages 


offers the client no price ceiling ---> client and 
those providing funds do not know in advance 
how much (price) the project will cost them; 


it lacks an incentivizing motive for a contractor 
to perform at a most economical cost; 


the client needs to be particularly and closely 
concerned with the contractors' book keeping; 


the contractor is obliged to expose records of 
market and actual costs incurred; and 


the drafters have to anticipate with prudence 
all types of costs that may arise. 


Contracts Types: Pricing variations 





(2) Cost-plus contract: variations 


* cost plus percentage of cost: 


* this contract does not only lack an incentive for cost reduction, it practically rewards the 
contractor for higher spending; 


* this encourages the contractor to spend more on better staffing, higher quality and more 
attention to detail. 


* cost plus fixed fee: 


* the client compensates a contractor for allowable costs in addition to a fee for overhead 
and profit. This fee is agreed upon and fixed at the time the contract is made; 


* costs, however, are not fixed: do not confuse fixed-price and cost-plus-fixed fee! 


e this contract lacks any serious incentive for cost reductions. However, by fixing the fee, it 
also eliminates the motivation for contractor to incur higher costs and surcharges; 


Contracts Types: Pricing variations 





(2) Cost-plus contract: variations 


* cost plus incentive fee: 


* the client compensates a contractor for allowable costs plus a fee (as sum or percentage) 
for overhead costs and profit margin. 


* the incentive fee is based on a formula comparing target/estimated costs with actual 
incurred costs (target minus actual) — the higher the difference, the higher the fee; 


* a cost-plus-incentive fee provides a direct incentive for the contractor to lower costs: 
lower costs --» higher incentive fee --» higher profits; 


* cost plus award fee: 


* an award fee is based on agreed-upon performance parameters — e.g. delivery time, 
higher quality, or specifications such as energy efficiency, environmental parameters, etc. 


(b) Organizational Variations 





Contracts: Organizational variations 





(1) Turnkey and Design-Build (D/B) contracts 


* in a turnkey and D/B contracts entail, the client employs one contracted entity to 
undertake an entire construction project, from initial design to handover; 


* in its simplest form, a turnkey contract entails the client giving general directions as 
to what is wanted. A turnkey design-builder provides design-and-build service; 


* the general directions provided by the client can differ greatly in terms of precision 
and level of detail; 


e in theory (and as the name implies), a turnkey client withdraws from project site and 
plays a marginal role in project progress until handover and closeout phase — i.e. "to 
turn the key". 


Contracts: Organizational variations 





(1) Turnkey and Design-Build (D/B) contracts 
(2) (3) i i 
CLIENT (1) an architect subcontracting and 
(4) leading a design-build team; 


(2) prime contractor subcontracting 


JOINT VENTURE . 2 : 
ARCHITECT TED POUR? LES and leading design-build team; 


|coumacron | + [ATE] (3) a purposefully established firm; 


CONTRACTOR l Ji | (4) joint venture between designer 
and builder. 





Contracts: Organizational variations 


| COST ESTABLISHED 
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Contracts: Organizational variations 





(2) Partnering and Teaming contracts 


these types of contracts are designed to remedy some of the stiffness and adversary 
tendencies commonly prevalent in construction processes and contracts; 


partnering is designed to create harmonious relationships between the client and 
the principal contracted project participants. It is most suitable when the relationship 
between client, designer and/or contractor are strong or need to be strengthened; 


teaming entails the forging of a close relationship between the prime contractor, the 
architect, and/or subcontractors. It is most suitable in situations where contracted 
participants need to strengthen their position vis-à-vis a client or when a client seeks 
to induce harmony between project participants; 


these arrangements may be sought and achieved on an informal basis or they can be 
formalized by contract. 


Contracts: Organizational variations 





(2) Partnering and Teaming contracts 
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Contracts: Organizational variations 





(2) Partnering and Teaming contracts 
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Contracts: Organizational variations 





(3) Build-Operate-Transfer (BOT) contracts 


* BOT contracts are used by public-sector clients to finance large-scale construction 
and infrastructure projects through private-sector investment; 


the client (contracting entity) employs a private-sector entity (or a consortium of 
private-sector entities) to finance and realize a project; 


in return, the contracted entity operates the completed project for an agreed-upon 
period. Profits generated from project operation should cover (actual and overhead 
costs + profit margin + inflation rate); 


e at the end of the agreed-upon period, the contractor-operator transfers the project 
back to the contracting entity; 


e the contractor is expected to have the financial and technical means to successfully 
complete, operate and maintain the project; 


* a BOT contract is usually a core component of public-private partnerships (PPPs). 


Contracts: Pricing and organizational variations 





adversary 





Higher risk on Higher risk on 
contracting entity contracted entity 
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fiduciary 


Assignments (due 12.01.2022) 





* Case study "Pei and Hau Urban Designs" (individual) 


* Case study "City Authority of 15 May City" (individual, 8 models) 


* Working group assignment --> 1° draft (A3 sheet) 
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Competitive Bidding and Tendering 





Announcement! 





THE FOLLOWING PRESENTATIONS WILL NOW TAKE PLACE ON 19.01.2022 


> Egyptian Law for Regulating Contracts for Public Authorities (Civil Code and Law 182/2018) + 
two sample contract templates 


e Presenters: Yousef Chadi, Salma Maged, Nourhan Ihab 


> Egyptian Law Regulating Tenders and Bids (182/2018) 


* Presenters: Youssef Haggag, Julia, Lara Ahmed 


LATEST CONTRACTS AND TENDERS LAW HAS BEEN UPDATED ON GOOGLE DRIVE 
PRESENTERS MUST MAKE SURE THEY PRESENT THE CORRECT LAW! 


Lecture 8 — 9 : Session plan 





1. Selecting and hiring a designer or contractor — why bidding, and why not? 


Pitfalls and contingencies 
3. Stages of the competitive bidding process 


1. 


DAFT 


Invitation and pre-selection; 

Information to bidders; 

Bid proposals; 

Bid opening and evaluation of bids; 

Award, notification and post-award changes; 
Contracting (or re-advertising); 


4. Competitive bidding: Germany as an example 


5. Some examples and case studies 


What is Competitive Bidding? 





* Competitive bidding is one method, which a contracting entity can use to select, employ 
or procure the services of a contracted entity; 


gives everyone an equal chance to bid, eliminates collusion, and saves taxpayers money [...] 
It fosters honest competition in order to obtain the best work and supplies at the lowest 
possible price because taxpayers’ money is being used. It is also necessary to guard against 


favoritism, imprudence, extravagance, fraud and corruption. 


[Sweet & Schneier pp. 379] 





, a central tenant of the bidding process, fosters innovation, allows for the 
introduction of new ideas, guarantees impartiality, safeguards against cartels and other 
forms of dishonest practice, and results in the best possible balance between quality, 
timeliness, and price. 


What is Competitive Bidding? 


Building project organisation 


Construction 
manager 


Design 


professional Building 


authority 
(Boverket) 


Contractor 
Certification 
schemes 


Building 


official 


Sub-contract 


Sub-contract Sub-contract Sub-contract 
engineers 


Maternal 
builders consultants architects 


producers) 





At which stages of the construction process can bidding take place? 


Competitive Bidding: Pitfalls and Disadvantages 





* From the perspective of the awarding agency (the client): 


* Competitive bidding is time consuming and costly; 


* Due to the inevitability of performance uncertainties, it is impossible to predict with 
certainty whether or not a bidder will meet the performance standards; 


* |f the winning bidder is unable to meet performance standards, the awarding agency 
(client) is forced 1) to make concessions in quality, timeliness or price, or 2) to annul 
the contract and repeat the costly and time-consuming processes of a) collecting 
penalties and compensation, b) re-advertising the tender, and c) evaluating bids; 


* Given high costs and uncertainties involved in competitive bidding, awarding agency 
is unlikely to attract sophisticated and experimental bidders. 


Competitive Bidding: Pitfalls and Disadvantages 





* From the perspective of (architect / contractor): 


* To ensure competitiveness, a bidder may have to make burdensome compromises in 
terms of price, quality and delivery times; 


* Contenders for a tender develop bid proposals according to the information available 
to them. Any misinformation or insufficient information can result in divergences 
between actual and contract costs and prices ( ); 


* Faced with fierce competition and high performance risks, bidders may be disinclined 
to propose or undertake sophisticated or experimental projects in a competitive bid; 


* By law, competitive bidding in the public sector usually entails a division between 
project initiation, design, and building, therefore depriving contractors from options 
that combine design and build processes. Some contract types and processes (e.g. 
turnkey tenders) provide alternatives to this. 


Competitive Bidding: Contingencies 





e Overcoming some of the pitfalls of competitive bidding: (1) 


* To avoid attracting bid proposals that make unwanted compromises in quality, tenders are 
structured in a way that emphasizes synergy between price, quality, and timeliness (e.g. 


); 


* To benefit from the advantages of design-build project delivery process, the awarding 
agency (client) can invite design-build bidders to compete for a 


* Clients may want to reduce the number of unattractive bid proposals received --» reduce 
the time and cost needed to evaluate proposals --> reduce the overall cost and time 
needed to conduct a competitive bid. Clients can achieve this by: 


a. defining project specifications with a high level of precision and detail and/or with no 
room for alternations and substitutes --» reduces the number of unserious bidders 
and unattractive bid proposals --» ensures better quality and technical specificity. To 
do so, clients may employ a professional (e.g. design professional or consultant). 


Competitive Bidding: Contingencies 





e Overcoming some of the pitfalls of competitive bidding: (2) 


b. 


Q. 


advertise a (as opposed to an ), where only bidders that meet 
specific, announced, and predetermined qualification criteria (e.g. technical, financial, 
organizational, or experiential) are allowed to apply. This deters inexperienced 
bidders and unqualified contenders --» unattractive bid proposals are eliminated at an 
early stage --» fewer bid proposals to evaluate --» less time/cost. A client can also 
limit a tender to e.g. local companies or SMEs to achieve business development goals. 


conduct a , Whereby bidders are invited to submit technical 
bid proposals only at the first stage of a bidding process. Only proposals that meet the 
client's technical specifications or are deemed attractive are invited to submit financial 
proposals and/or engage in stage-two discussions for clarification and definition; or 


. require that bidders pay a . Bid bonds are refundable only if the bid proposal 


is unsuccessful though qualifying. Deposits are not refundable in the case of unserious 
or unqualifying proposals or if the bidder withdraws a proposal prior to evaluation. 


Stages of the Competitive Bidding Process 





The Competitive Bidding Process 





Stage One 


Invitation and 
pre-selection 


Stage Two 


Information to 
bidders 


Stage Three 


Bid proposals 


Stage Four 


Open & evaluate 
bid proposals 


Stage Five 


Award, 
notification and 
post-award 
changes 


Stage Six 


Contracting 
(or re-advertising) 


The Competitive Bidding Process 





1. Invitation and pre-selection 


* An awarding agency announces a and invites by public advertising; 


* The broader the invitation, the more the bidders --» increases competition --» increases 
chances of obtaining best offer but also increases the time and cost of a bidding process; 


e Tenders state whether awards will be made to "lowest bidder" or "lowest best bidder.” 
This helps avoid competence risks associated with price-driven competition; 


and processes reduce the number of unserious bidders 
and increase the quality of bid proposals received --» reduce time and cost and increase 
the client's chances of employing the best designer/contractor; 


* Pre-selection can depend on company profiles, previous jobs completed (portfolio), its 
capital structure, personnel, technical expertise and machinery, or credit checks. 


The Competitive Bidding Process 





2. Information to bidders: 


* an awarding agency provides drawings, specifications, technical proposals, and other 
supplementary information to bidders. 


* Bidders are also granted access to inspect the site and obtain preliminary bids or offers 
from potential subcontractors; 


* the earlier and better quality the information a client offers ---» the more likely it is 
that bidders develop reliable and realistic bids; 


e the awarding agency announces in its tender some basic contract terms (information on 
pricing and organizational variation) as well as information on the extent to which these 
terms are negotiable. This allows bidders to estimate the risks involved and determine 
designs, budgets and estimate costs with a higher degree of precision and certainty. 


The Competitive Bidding Process 





3. Bid proposals: 


* contenders prepare and submit bid proposals for evaluation; 


* bidders propose material, budget, and timeline. To ensure fairness, clients must make all 
terms and conditions clear, transparent, uniform, and applicable to all bidders; 


* to ensure comparability of bid proposals as well as simplified evaluation, clients provide 
standardized forms to be completed by bidders; 


* bidders are expected to include any disclaimers they wish to add to the proposal or an 
awarded contract — e.g. responsibilities they assume vs. responsibilities of the awarding 
agency or clauses they wish to add to contract (e.g. fluctuation and changed-condition 
clauses). These disclaimers are examined by the client's evaluating committee as one of 
several decisive factors in choosing the winning bid. 


The Competitive Bidding Process 





4. Opening and evaluating bid proposals: 


* bids are received in sealed envelopes. Members of the evaluating committee open and 
examine bids at a designated time/place in the presence of bidders' representatives; 


* bid proposals are first checked to determine whether they conform to the requirements. 
Nonconformity (e.g. due to the bidder's profile, project details, delivery time, or if the 
price exceeds the pre-determined maximum bidding price) will result in disqualification; 


* only qualifying proposals are evaluated according to the criteria of quality, timeliness 
and price. The criteria according to which proposals are evaluated vary according to the 
nature of the project and statutes of the awarding agency (see pp. 385); 


e a winning bid is usually the , Which is not always the 


The Competitive Bidding Process 





5. Award, notification of bidders, and post-award changes: 
* the successful bidder is selected and an award offer is made. All bidders are notified; 


* after an award offer has been made, some changes can be introduced to the winning bid 


proposal (post-award changes) upon the agreement of the awarding agency and winning 
bidder; 


* while post-award changes are allowed and encouraged, they must be governed by strict 
codes of professional conduct and laws and statutes in order to safeguard the integrity of 
the bidding process and avoid corrupt practice. Changes that significantly change tender 
conditions are unfair to unsuccessful bidders and may be challenged in a court of law. 


The Competitive Bidding Process 





Contracting (or re-advertising): 


once post-award changes are agreed upon, the awarding agency and winning bidder will 
sign a contract, beginning their contractual relationship as client and contractor; 


alternatively, if negotiations fail or no bid proposal is successful, the awarding agency will 
re-advertise the tender. When re-advertising, the awarding agency may decide to revise 
some of its terms and conditions. Re-advertising a tender will happen if: 


* none of the bids received are below the awarding agency's price ceiling; 
* none of the bids meet the technical specifications stipulated; or 
* an irregularity in the process is revealed; 


if the winning bidder declines an award offer for legally permitted reasons and within the 
stipulated timeframe after award, the awarding agency can approach the second-best 
bidder or re-advertise the tender. 


Competitive Bidding and Project Delivery Systems 





Design and Build 


an awarding agency advertises a tender, stating 
that it is a turnkey or design-build construction 
project; 


bidders prepare their proposals including both 
activities: design and construction; 


d/b bidders may be: 
* specialized design-build companies; 
e a designer subcontracting construction; 
* a builder subcontracting design, or 
* ajoin venture. 
commonly used in multinational, not-for-profit, 


and international development cooperation 
projects. 


Design then Build 


the awarding agency advertises a tender (or a 
“competition” ) for design only; 


competitions usually award best design(s) a 
cash prize and/or honorary mention; 


the client will undertake a second, separate 
bid to select a construction contractor; 


clients may invite the architects of a winning 
design to help prepare and evaluate the 
second competitive bid (e.g. preparing tender 
documents and evaluating bid proposals): 


commonly used in public sector projects in 
Germany and Europe. 


Competitive Bidding: Germany as an example 





* awarding agencies undertake extensive studies of the purpose and function, location and 
site, user, scope, requirements and specifications, as well as financial or organizational 
prerequisites of a required construction project; 


* these studies are undertaken by in-house employees or by contracted (external) consultants 
(e.g. social workers, academics, urban planners, and other experts). Such studies are usually 
exhaustive and involve several departments and stakeholders; 


* awarding agencies then publicize this information in a Wettbewerbsbekanntmachung 
(advertisement of a contest). The advertisement (which is the equivalent of a tender) 
announces the intention of the contest and provides information about the desired project, 
stipulates the contractual arrangement, and outlines procedures for accepting and evaluating 
bid proposals. 


Competitive Bidding: Germany as an example 





* application + pre-selection: contenders submit their profiles, portfolios, financial statements, 
and proof of their human and technical resources. Applicants are sometimes asked to submit 
preliminary drawings or sketches (pre-design). 


* first stage: applications are evaluated according to prequalification criteria. Only qualifying 
applicants will be asked to submit design proposals and detailed drawings (schematic design 
+ design development). 


* design proposals are evaluated and ranked. Best designs are shortlisted for stage two. 
* second stage: shortlisted applicants are invited to submit detailed bids, outlining material, 
budget, timeline, and other specifications (design development); 


* proposals are evaluated and a winning bidder is selected. The remainder of shortlisted, 
stage-two contenders are awarded cash prizes, in-kind prizes, or honorary mention. 


Competitive Bidding: Germany as an example 





e the awarding agency will use the winning design as the basis for a second bid to select the 
best construction contractor. Design documents will be revised to become part of the tender 
documents. 


* the awarding agency may or may not employ the winning design professional in proceeding 
steps of the bidding and construction process. These include: 


* to prepare tender documents for construction; 
* to evaluate bid proposals for construction; 


* to participate in and oversee construction activities. 


PETER-JOSEPH-LENNE-PREIS 2018 


Ideenwettbewerb zur Landschaftsentwicklung und Freiraumplanung 








Examples and Case Studies 
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Public-Private Partnerships in Housing and Urban Development 





Lecture 11 : Session plan 





1. What is a (successful) PPP and how is it different to privatization? 
2. Advantages and disadvantages of PPPs 
3. PPPsin Egypt: 


1. 
. Legislation, Politics and Practice; 

. PPPs and the construction industry in Egypt 

. Case Study (1): New Cairo WWTP; 

. Case Study (2): El Alamein Desalination Plant; 
. Case Study (3): Abu Rawash WWTP; 


N VI BW N 


Introduction to PPPs in Egypt; 


What is aPPP and how is it not privatization? 
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What is aPPP and how is it not privatization? 
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What makes for a successful PPP? 





* Independent, competent, resourceful, and reliable private sector enterprises operating in a 
competitive and healthy business environment; 


* Transparency, equal and full access to information, and a competitive market; 


* Competent governmental and public sector contracting authorities, which are capable of 
combining developmental, social and environmental policy with sound business and legal 
procedures; 


* Contracting authorities capable of acting as competent partners and counterparts; 


* Astrong and sound regulatory environment, which can ensure transparency, lawfulness and 
best practice, including a competent and independent judiciary; 


* Healthy business environment with rigorous benchmarks and limited bureaucratic red tape. 


Advantages and disadvantages of PPPs 





Advantages 


allows governments to undertake infrastructural 
projects that are otherwise financially and 
technically burdensome for public agencies; 


the government retains public ownership of the 
project --> avoids privatizing public goods; 


enables and encourages private-sector actors to 
invest in projects that are otherwise too costly 
and complex to privately undertake and own; 


private-sector companies operate the project 
for a lengthy amount of time ---> encourages 
long-term non-governmental investments in 
construction and maintenance; 


enhances the transfer of financial and technical 
resources from the private to the public sector. 


Disadvantages 


unhealthy business environment, weak public 
and governmental institutions, and the lack of 
transparency could result in problematic PPPs 
that disguise corruption and malpractice; 


PPPs encourage private sector investors to team 
up into large consortia --» giant conglomerates; 


private-sector companies operate projects for a 
lengthy amount of time ---> higher prices and 
extra charges are likely to be levied for public 
services --> the citizen is likely to pay the price in 
the form of higher fees for public goods. 


PPPs in Egypt: Overview 





* [he Compagnie universelle du canal maritime de Suez (est. 1858): Egypt's first PPP? 
* 1950s-1960s: state-driven developmentalism and industrialism; 

e 1990s: an era of privatization in Egypt; 

* 2000s: reconsidering privatization and the introduction of PPPs as an alternative; 

e 2006: GoE announces it is adopting PPPs as part of its strategic policy vision; 

e 2009: the establishment of the PPP Central Unit, nested in the MoF; 


* 2010: the enactment of Law 67 [2010] "Law Regulating Partnership with the Private 
Sector in Infrastructure Projects, Services and Public Utilities" 

* 2011: Prime Ministerial Decree No. 238 —Executive Regulation for Law 67 [2010]; 

* 2010: the first PPP awarded by the Ministry of Housing's New Urban Communities 
Authority ($2232] ås jal Glacial! 44a) to the Spanish infrastructure group, FCC Aqualía; 


* 2015: amendments to the Electricity Law, Law 87 [2015], introduces PPP framework to 
the electricity sector. No PPP projects in the sector have been undertaken yet. 


* PPP Central Unit—Ministry of Finance 


Mission: to introduce and communicate the 
PPP policy, to develop practice, and to take 
a vital role in the delivery of PPP projects; 


PPP-CU is "in charge of study, application, 
implementation and coordination with line 
Ministries and the Private Sector, to develop 
PPP project proposals supported by sound 
analysis, ensuring that needs and value are 
met, that necessary budget approvals are 
secured, and that partner selection takes 
place through rigorous and fair competition. 





PPPs in Egypt: Legislation and Practice in Construction 
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Source: http://www. centralunit.mof.gov.e 
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| 
* PPPCU promises to expand Egypt's PPP 


Project Authority Status 
framework and extend it across various New Cairo Wastewater Treatment Plant New Urban Communities Authority Current 
. International Coast Road (Port Said - Matrouh) | Ministry of Transport Pipeline 
sectors; Es á iE 
Heliopolis Metra Ministry of Transport Pipeline 
r Je. Alexandria Ring Road Ministry of Transport Pipeline 
* PPPCU identified several sectors under m - y 
Regional Ring Road - Northern Arch Ministry of Transport Pipeline 
consideration for PPPs. This will include Alexandria Road (Kafr El-Zayat - Hosh Eissa) Ministry of Transport Pipeline 


f . 10th of Ramadan Ring Road New Urban Communities Authority Pipeline 
social housing, new urban developments, 


Alexandria West Wastewater Treatment Plant Min. of Housing, Utilities & Urban Dev. Pipeline 


con st ru ctio n of D U bl IC, roa d san d b ri dges, 6th of October Wastewater Treatment Plant Min. of Housing, Utilities & Urban Dev. Current 


Imbaba and Omrania General! Hospitals | Ministry of Health Pipeline 


schools, hospitals, public transport, and 


Alexandria Hospitals and Blood Bank Alexandria University Current 
e-G overnment se rvices ` New Public Schools Project General Authority for Edu. Buildings Pipeline 
Abu Rawash Wastewater Treatment Plant | Min. of Housing, Utilities & Urban Dev. Current 
Rod El Farag Axis Central Authority for Dev. Current 
Bread Production Outlets TBA Pipeline 
Giza Wastewater Treatment Plant Min. of Housing, Utilities & Urban Dev. Pipeline 


Helwan Wastewater Treatment Plant Min. of Housing, Utilities & Urban Dev. Pipeline 





